1 i 





FROM 



■ f 



ED 185 9t« 

TITLE 

INSTITDIION 

FOB DATE ^ 
KOTE 

EDBS PRICE 
DESCRIPTORS 



BE 012 594 



(DHEN/OE) 



IDENTIFIERS 



The Basic Grant Fcrou.la, 1980-B1. 
Bureau of Student Financial Assistance 
wasliingtc!:, D.C, , .- ' , 

ceo 3 

MF01/PC02 Plus Postage. 

Case Studies: College Students: *Eligibility; Faiaily 
Ipcome; *Federal Aid: Federal Pcograms; ^financial 
Aid Applicants: *Grants: Higher Education; 
Mathematical Foroulas; *Need Analysis (Student 
Financial Aid>: Parent Financial Ccrtribution; 
Records (Formsl : Self Supporting Students ; *Student 
Financial Aid: Worksheets 
★Basic Educational Opportunity Grants 



ABSTRACT 

The Basic Educational Opportunity Grant program, the 
largest" federal student aid pregram, is explained- Ihe isethcd by 
which a student's eligibility is deterained is described in detail. 
In a section on calculation of eligibility for deperdgnf students, 
two worksheets are provided: that for families with nc farm or 
business assets', and those with some farm or business assets. The 
steps for using the worksheets are described. Similarly, wcrksheets 
and directions are given for students with a family size cf one, and 
for students with a family size greater than one, with and without 
farm or business assets. Case studies are provided as examples for 
the use of each worksheet, and appended are brief reference tables 
for determination of the student eligibility index: family size 
offsets in dollar amount*, the multiple student calculation rate, 
employment expense offset, income contribution rates (percentages) 
for independent students, and the dependent student offset against 
income (dollar amounts). IMSE) 
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INTRODUCTION 



This booklet is intended to help^ou understand how the U.S. Office of 
Education determines which students receive a Basic Educational Opportunity 
Grant (BEOG). The BEOG Progr^ is the largest of „the Federal educational^s- 
sistance programs; more than 4,500,000 applications for assistance will be 
-processed for the 1979-80 academic year. Each year, the Bureau of Student 
Financial Assistance in the Office of Education also receives numerous requests 
for information about t|»e formula used to determine eligibility for a BEOG. 

Eligibility for a Basic Eduational opportunity Grant is based^on the financial 
strength of you and your family. To measure this financial strength the Basic 
Grant Program applies a standard "need analysis" fomula to ti.e information you 
report on your application. This booklet will explain how each item in the 
formula works, and includes worksheets you can use to see how the Basic Grant 
formula calcvaates your student eligibility index number. 

The BEOG Program is an "entitlement" program. J' Entitlement" simply means 
that a student vrtio demonstrates need will receive a grant based on that need and 
the cost of education at the postseccndary school he or she attends. The 
concept of entitlement further necessitates that all applicants be treated in a^ 
standard, consistent manner. Such an approach ensures that there is no preferential 
treatment for any student; it also prevents changing the Basic Grant eligibility 
formula to take into account special circumstances affecting only you or your 
family. The financial aid administrator at your school may cohsider these 
special circumstances vrtiile developing the total financial aid package, which in 
addition to a Basic Grant may include a Federally sponsored loan, work study 
job, or supplemental grant, as well as aid from State and private sources. 

" Like all need analysis formulas, the Basic Grant Eligibility formula measures 
the two main components of financial strength j income and assets. It also 
makes allowance for factors that affect income, such as the basic subsistence 

• expenses needed for food, shelter, and other family needs; l^'^'^'^'ll'^f.^ 
taxes, unusual medical expenses, the extra expenses incurred when both parents 
work or when there is only one parent i^ the household, and for the expenses 
incurred for family members in postsecorfdary school, as well as for those m 
private elementary or secondary schools. 

Additionally, the formula also protects a portion of the family's assets 
from any assessment. Further, since income is such an important part of a 
family •s^financial strength, the formula provides that, if these allowances 

* exceed the income, the family's assets will be assessed to a lesser extent m 
order to compensate for the income "deficit." However, any asset value beyond 
these allowances is measured, since a family with equity in an asset has the 
option of borrowing against that equity, an option another fam|ly may not have. 
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The first question facing the BSXKS applicant is Aether he or she must file V 
as a dependent or an independent students To establish vdiether, for the piirpo^e 
of the .Basic Grant Program, you are a dependent" of your parents and must 
therefore report their 'income on your application, the application asks the 
following questions: ^ 

1) Did or will you live with yt>xu: parents for more than 6 weeks in 1979 
or 1980? 

2) Did or will your parents claim you as a tax deduction in 1979 or 1980? 

3) Did or will you receive XK>re than $750 worth of support from your 
parents in 1979 or 1980? 

If the answer to any question for any year is ^'yes,"* you are considered 
dependent and must report your parents' financial infonnation on your application 
for a Basic Grant. Note, however, that you must answer the t%ro questions in the 
"parents'* section of the a{^lic^tion that apply to you. One qiiestion asks for 
your (and your spoxise's) total 1979 incOTie minus U.S. inc<»M tax paid. The 
other cpiestion asks for the value of ^your savings and net assets* 

If the ansv^r to all questions for all years is "no," then you are considered 
independent and must report your (and your spouse's) information on the application. 

The formula for calculating the student's eligibility index is developed hy 
the office of Education and reviewed annually by a>ngress. As a result of this 
annual review, the formula for the cala^lation of the eligibility index is 
likely to change from year to year. 

For 1980-81, there are several different versions of the formula for several 
different categories of stiidents. Each version is explained in the following 
pages, and saslple ^ case studies are included in Appendix A to Illustrate each 
^version. 
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Cftl^UIATION OF 1980-81 ELIGIBILITY I!IDEX FOR^ 
DEPENDENT STODENTS 

NOTE: Two worksheets hh. iieen developed for calculating the indices of 
these students. The v<orksheets are identical except for the assessment of 
assets. If (5«^ parents do not have farm and/or business assets, use Work.,heet 
A. If your parents have farm and/or business assets, use Worksheet B, 

1, Patents* Adjusted Gross Incon^ in 1979' (line 1) . All income v^ich is - 
available to the parents should be considered in the evaluation of their ability 
to support the cost of postsecondary education. The most valid reference for 
parental income subject to Federal income tax is the adjusted gross income item 
in the family's Federal incon» tax return (line 31 of the 1979 IRS Form 1040 or 
line 11 of the 1979 IRS Form 1040A) . This information .is readily available to 
most families, and the informatiojj can be verified by referring to the IRS forms 
actually filed by the parents. 

^though parents provide from their <Surrent income "for the education of 
their children, this item requests 1979 income. If 1980 income figures were 
requested, parents wo\ad have to make estimates. Recent studies show that, in 
general, current-year estimates give a less accurate picture of a family's 
financial strength than prior-year actual figures. Middle- income familres , 
systematically underestimate current-year earnings, and lower-income families 
systematically overestimate. 

The amount to be entered here, therefore, is the amount entered on the 1979 
Federal income tax return. However, if the parents earned their income overseas 
and did not file a U.S. income tax return, those earnings would be converted to 
U.S. dollars and reported in this item. 

Item la requests the income earned through eB5>loyraent by the father p item 
lb requests thcssame information for the mother. This information is used to 
detezidne whether or not- the family is eligible for the e^loymBnt, expense 
offset. . ^ • 

Although lines la and lb often add up to the adjust^-d gross income reported 
on line 1, the>e are a number of instances where they may not. For example, 
line 1 may.l5e less than the stsn of lines la and lb if the parents have claii^d 
on their tax return "Adjustments to income" for such items as moving expenses ^ 
emplovee business expenses, payments to an IRA or Keogh account, interest penalties 
on early withdrawal of savings, alimony payments, and disability income exclusions. 

t 

Similarly, line 1 may be greater than the sum of lines la and lb if, in 
addition to income earned through employment, the parents have reported on their 
tax form other taxable income such as interest, ^ivi^ends, business income, 
taxable portions of capital gains, or taxable pensions. 

2, Tot al. Ifon-taxable Incomi in 1979 (line 2) . Information on non-taxable 
inco^must also he collected since this income clearly «>ntsibutes to family 
financial strength and may represent a considerable portion of the parental 
incoo» of many Basic Grant recipients.- Examples of non-taxable Income are: . 
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Welfare benefits. 

Unemployment benefits, ] / * ' • 

Social Security benefits received by parents for themselves, for 
children under 18, and by the ap plicant hintself or herself > 
Veterans benefits such as Deat:h Pensions and Dependency and Ind^anity 
^Compensation (DIG) • Do .NOT include in^nefits specifically for education 
(Veterans or Dependents Educational Programs) . 
- Income from tax-^empt, bonds* ' . ' ^ * ' 

Untaxed portions of .capita? -gains. 

Living and housing allowances (if the allowance is in the form of free 
room and/or bo^rd include the equi Violent cash value) ♦ 
Any other income not reported in any other it^. 

NO'fE: Include total yearly amount, not monthly payments. 

3. One-half of veterans Educat i onal Benefits (line 3) . , This item should contain 
one-half of the total Veterans Educational Benefits the applicant expects to ♦ ' 
receive in the 1980-ei award period (July 1, 1980 — June 30, 1981) . The only 
benefits to be included here are those f ropi the GI Bill and Veterans or Dependents 
Educational Assistance Programs. Oth<:jr veterans' benefits, if received by the 
parents in the 1979 calendar year, should be included ^fen tern 2. Other ]:^nefits 
received by the applicant and his or her spouse in tHe 1979 calendar year should 
be reported in item 25. . ^ 

The amount tcuife entered on line 3 i^ calculated as follows: multiply the 
monthly- amount of the applicant's Veterans Educational Benefits times the number 
of months for which these payments air^? expected to be received between July 1, 
I98^vand June 30, 1981, and divide the result by two (2),, ^ > 

Example: 

$311 {monthly payment) X 9 months - $2,799 

$2,799 V 2 ^ $1,400 ' • , 

Enter $1,400 on line 3» 

4. Annual Adjusted Family Income in 1979 (line 4) > Annual adjusted income- is 
the sum of parents' adjusted gross income (line 1) plus non- taxable income {line 
2) plus one-half of Veterans Educational Benefits (line 3) • 

5. Parents* Federal Income Tax P aid for 1979 (line 5) , The legislation authorizing 
the Basic Grant Program requires that a deduction be made from annual adjusted 
income for the amount of Federal income tax paid on incoi^e received during the 

base year* , ; 

With one exception the figure here is the amount actually paid, not the 
amount withheld* The "tax paxd" figure is on line 47 of IRS Form 1040 or line 
14a of Form 1040a, The exception occiars when the parents earned income through 
employment, had Federal income tax withheld, but are not required to file a tax 
return and do not file one* {One example of this is where the parent {s) earn 
income and have Federal income tax withheld, but do not file a tax return because 
the amount earned is too ^^rr.all to make filing mandatory*) In this case, the 
amount withheld should be listed as "tax paid*" If the parents earned nK>ney 
overseas and completed a foreign tax return, the foreign taxes paid to a central 
government should be converted to II. S- dollars and listed here^ 
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6 E ffective- Family Incoae in 1979 (line 6) . The result of subtracting Federal 
income tax paid (line 5) from the annual ad3uste4 family income {line 4) is the 
effective family income. This figure is the base for calculating the expected 
contribution from parental income. 

7. Fa mily Sige Offset (line 7) . In addition to taxes, s family has basic 
subsistence expenses which must be net before any contribution from income can 
be expected. These ea^penses vary depending on the siae of the family involved. 

The offsets are listed in Table 1 (p. 53) . They are derived* from the 
"Weighted Average Thresholds at the U>v Income Level" developed by the social 
Security Administration and published by the )3ureau of the Census. These expenses 
ar^ based on the food costs for famiiies^of given sizes, and ma^e certain assumptions 
about additional expenses of shelter and other family. needs. The offsets a^© 
v^ated every year to accommodate increases in the Consumer Price Index published 
by the Departa^nt of Labor."^ ' . . ^• 

For the 1980-81 award period, the family size offsets used during the 1979- 
80 award period have been increased by 12.2 percent to reflect the rise xn co«t 
of living expenses frxjm October 1978 to October 1979, and then rounded to the 
nearest $50. 



8. tinusua l Medical Expenses (line 8) . The Basic Grant Frc^ram has adopted the 
Internal Revenue Service definitions of it«dical and dental expenses in determining 
"unusual expenses" for the Basic Grant Program. The use of Internal Revenue 
Service definition*^ avoids the need for creating a new definition of expenses 
which would be us^d only by the Basic Grant Program. However, some distinction 
must be made between expenses which may be itemized for income tax purposes and 
those itemized expenses v^ich are "unusual" for purposes of the Basic Grant 
'eligibility formula. 

The amount of unusual medical expenses vAiich may be deducted from effective 
family income (line 6 of this vrorksheet) is that amount in excess of 20 percent 
of effective family income . This exclusion is designed to confine claims for 
such expenses to those which are genuinely unusual. 

It should be noted that unusual expense amounts should reflect the actual 
expenses paid during the year and not current unpaid debts incurred as a result 
of unusual expenses. Insurance premiums cannot be reported, nor can expenses 
that are paid for fay insurance. Only maomits not covered by insurance or not 
otherwise reimbursable can be listed. If the parentfs itemized deductions on 
their 1979 U.S. incon^ tax return, the total of lines 2 and 6, Schedule A, 
Form 1040, should be entered here.- 

9. gmolov ment Expense Offset (line 9) . In constructing budgets which recognize 
expenses for families, provision must be made for the expenses of the breadwinner 
which ocdir as a result of employment itself. Some esgsenses for clothing, 
transportation, and other items are attributable to occupational needs. When 
both parents work, additional employment expenses are incurred. Also, if a 
household is headed by a single parent, the costs associated with his or her 
es^loyment are greater than for 'a coBi>arable worker who has a non-eaployed 
spouse. 

Therefore, in the determination of the eligibility index, an "Bnployment 
Expense Offset" has been constructed to treat more equitably the income of the 
tvK>-parent family in which both parents work, or the- single parent household. 
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It is" recognized that both of, these types of families will occur frequently in 
tl^ lower- income families for which Basic Cr'ant eligibility is greatest. The 
ofiEMt provides that 50 percent of the earnings of that person with the lesser 
earnings « or 50 percent of r.he earnings of thQ single parent^ will be protected 
frcnn any contribution toward education. The maximum offset is $1,500. Thus, up 
to $30 a week is available for the additional expanses which these parents face^* 

1(^ Unreimbursed Elementary and Secondary School Tuition and Fees (line 10) . 
Th^ Basic Grant Program is required by law to take into consideration the cost 
for tuition and fees incurred during the base year by families that have dependent 
children enrolled< in private el&s^tary and secondary schools.'^ ;^e amount of >»■ 
tuition and fees for. family members enrolled in private elementary and secondary 
schools vrtiich may be deducted from the eff.ective family incon« <line 6) is that 
amotmt paid vhich was not covered by scholarships, grants, or other forms of 
student aid. DO NOT include the cost of tuition and f^es for dependents in 
POSTsecondary educational institutions. 

11. Total Offsets Against Income (line 11) . The sum, of line 7 (family size 
offset) plus line 8 (uniisi^al medical expenses) plus line 9 (employn^t expense 
offset) plus line 10 (unreimbursed, elementary and secondary -school tuition and 
fees) is the amount which is deducted from effective family income (line 6) in 
order to determine discretionary income. 

12. Parents' Discretionary Income (line 12) . The income which remains aftfer^M 
allowance has been made for family living expenses. Federal income taxes, 
\musual expenses, ea^loys^nt 'expense offset, and an offset for unreimbursed 
el^t^ntary and secondary school tuition and fees may be identified as <^scretionary 
inaxae. This income is available for the purchase of goods and services which 
enhance the staflndard of living of the family, including the cost of postsecondary 
education. This income may be a positive or negat've aaount. If the discretionary 
income is a positive amount, some contribution is ejqiected in accordance with 

step 13. If the discretionary income is a negative amount,. no contribution from 
income is expected. . » 

; 13. Standard Parental Contribution from Income (line 13) ^ If line 12 is a 
positive anrauntr a standard contribution from incon^ can be determined. A 
standard contribution of 10.5 percent is expected from discretionary income. 

♦ 

This contribution rate appears reasonable in terms of the several demands 
made on fasdiy incc^e, ©sf^cially in light of the fact that the cost of sup- J 
porting the student for the academic year is included in the cost of education 
and does not have to be n^t from the general budget resources. 

NOTE: ,IF COMPUTING THE, INDEX OF AN APPLICANT NOT REPORTING PAKM AND/OR 
BUSINESS ASSETS,. PROCEED TO 11^ 14 BELOW. 

IF COMPUTING THE INDEX OF AN APPLICANT WSO REPORTS FARM AND/OR BUSINESS 
ASSETS, TURN TO pp. 15-17, WHICH CONTAIN THE STEPS INVOLVED IN DETERMINING 
/> THE PARENTAL CONTRIBUTION FROM FARM AND/OR BUSINESS ASSETS. 

14. Parents' Net Assets Cline 14) . Assets include cash on hand and in savings 
and checking accounts , trusts that are legally accessible, stocks, bonds and 
other securities, home (if owned), and other real estate. Since equity is being 
Pleasured, debts should be subtracted frost the gross value of the assets. 

. ■ " .X . • ■ ~ 

i 
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15. Asset Reserve (line 15) . In' order to determine the amount of parental 
assets' which can be considered £n determining a contribution for educational 
purposes, an asset reserve of $25,000 is subtracted from the net assets of the 
parents- Since families accumulate assets for several purposes including 
retirement, future consumption, .and the postsecondary education of their children, 
a portion of assets should be reserved from any contribution toward postsecondary 
education, and remaining assets should be assessed at some- rate less than 100 
percent. This $25,000 asset res6rve allows for emergencies and retirement 
needs. . " * ' . ' •' 

16. Available Parental Assets (line 16) . Subtracting line 15 (asset reserve) 
from line 14 (net assets of parents) results in available parental assets. If v 
this is a negative amount, enter zero since there is no provision m the formula 
for the treatment of negative assets. , 

17. standard Contribution from Available Parental Asset s (lirtfe 17) . Once the 
available parental a^ets have Been determined, an assessment rate of 5 percent 
wil3 be applied. Because the value of assets grows, fchis rate of asset assessment 
will generally leave the family's asset position largely unimpaired. A 5 percent 
rate is below current real estate and savings account appreciation rates, and 
therefor^ seems reasonable. ^ 

The result -of multiplying the amount of net assets times the asset assessment 
rate 'represents the parental contribution from assets. 

18. Dffset Against Asset Contribution for Negative Discretionary Income (line- 18). 
If thrieamily's income is less than the. sum of the various of f sets against 
income, the support of basic family needs must be given priority over the support 
of postsecondary education. Therefore, the amount of the negative discretionary 
income of the family (as con«>uted in line 12) is deducted from any contribution, 
from parental assets as calculated above. 

19. ' C ontr-ibution from Parental Assets (line 19) . This contribution is determined • 
by subtracting the negative income component (line 18) from the standard, contribution 
^from assets (line 17). The result (if positive) is the expected parental contribution 

■ from assets for educational puriKJses. ^ - . 

20. ' Contribution from Parental , Income and Assets (line 2C) . Adding line 13 
(standard contribution from income) , to line 19 (standard contributipn from 
assets) results in the expected contribution from parents with one family member 
in postsecondary education. , 

■ 21. Multiple Student Adjustment (line 21) . If a family has more than one 
member enrolled in postsecondary education for -tfie'^ 1980-81 award period, the 
figure on line 20 must bs ad^'tsted. Since each student has an allowance for 
cost of attendance, "the family's discretionary income is effectively decreased 
■- when there is, more than one family member in postsecondary education. In order 
^o determine the appropriate percentages, the contributions expected from different 
family sizes were compared. These investigations indicated that 140 percent of 
the contribution for one student would be a reasonable assessment against the ; 
family with two students. Thus, each student would receive 70 percent of the ' 
contribution which the family would make if there ,were only one student in the 



family. Similarly, 1^0 percent of tha single stu^t contribution seea^a 
adequate for -the family with three children in ^^stseeondfry education. Thus, 
eaci. student could eatpect'SO |>ercent of the single student «>ntribution for each 
cliild in post secondary "tsducation. K . * 

■ ■ . ... 

The following table suilraarisEes the treatment of fandlics with differ^it. ' 
numbers of faoiiily s^mi^rs in postsecondary .education: 



Number 
of s€ui^nts 
in postsecondary 
education 



Pfuidly contributicn 
for all students 
as a pi&rcent of 
standard contribution 



Contribution per 
student as a percent 
of standard 
contribution 



1 
3 

4 or more 



.100 
140 

•150 
160 



\ 



100 
70 
50 

>40 



22, t^et Assets of 'Student (and Spouse) (line 22) . These are defined in the 
same fashion ar. those of the parents. I^ts against the assets should be. 
deducted befoni listing the value of the assets.- Trust ftmds in the studeht's 
<or spouse's) nan^ should be included obly if the student (or spouse] is tot 
legally restricted 'from access tb these 'funds. 

23. ' Student's. Available Assets (line 23) . 

.• ' ——f. s:— ... - . . 



b. 



If the StudeAt is married, an asset, reserve of $25,000 has ji>een ^ta>>li8hed. 
This p.arallels the asset treatment for married independent students, 
es^l^t that there is no ad:!i.,ional asset reserve for farm or btuiiness 
assets. Subtracting the $25,000 asset reserve from the student's (and 
spouse**s) net assets' gives the available student assets. If this 
anwxint.is negative, enter -0 on line 23, i Jnce there is jno pruvieion in 
the forsnila for the treats^t of negative assets. 

If the student is not married, ^ter the amount item line 22 on line 
23. ' 



24.. Contribution from Student's (and Spouse's) Assets (line 24) . 

a. If the student is married, multiply the figure on line 23 by .05. 

This procediare parallels the asset treato^t for married independent 
students. , - . 

^^*b, "If the student is not mrried, multiply the figure on line 23 by .33, 

This assessment rate parallels that for single independent stud^ts. ^ 

. . ,v ^ • . 

The result of multiplying the student's net assets (line 23) by the appropriate 
assessaent rate is the arount ejected from student assets. fo;? educational 
purposes . 




25. Student's (and Spoiise's) Effective 1979 Income (line 25) . This .itea 
contains the student's (and spouse's) total non-taxable income (the same type of 
incotae described in item 2) plus the student's (and spouse's) total taxa^?le 
income (wages, salaries, tips, interest, dividends, and any other taxed income), . 
minus total U.S. incon^ tax paid by the student (and spouse) . The "tax paid 

' figure is on line 47 of the IBS Form 1040 or on line 14a of IRS Form 1040A. 

26. Dependent Student (and Spouse) Offset (line 26) . Since the income of tl^e 
-dependent student (and spouse) is incorporated into the eligibility formula, » 

offsets against that iheome. are provided r just as they are for the parents. 
'However, since the parents' family sise offset allows for some of the student s 
maintenance expenses, the dependent student offset is smaller, in order to avoid 
double rxsunting of allowances for maintenance expenses. 

The single dependent student offset is $2,b50j the married dependent 
student offset is ?3,S50. These offsets allow for basic subsistence expenses. 
While insuring that t>LS resources represented by earnings beyond- these amounts 
are not ignored. '"'^ 

-n. student's (and Spouse's) Discretionary Income (line 27) . The income which 
remains after an allowance has been made for family living expenses, and Federal 
' income taxes may be identified as discretionary inc<»iie. This incoa® is available 
for, the purchase of goods and services which enhance the standard of Ixving, 
including the cost of postsecondary education. This incoB» may be positive or 
negative amour^t. If the discretionary income is a positive as^unt, some contribution 
will be expected. If the discretionary income is a negative. amount, no contrxbution 
from income will be eaqpected. 

2E. Standard Contribution from Discretionary Student Income (line 28) . If line 
27 is a positive an»unt, a standard contribution from discretionary income can 
be detemined. For single students, 75 percent of discretionary student income 
(iine 27) will be included in computing the eligibility index. For married 
students, 25 percent of discretionary student income will be included. These 
assessment rates are identical to those for independent students and reflect the 
Basic Grant Program's philosophy that the student, as the direct beneficiary of 
his or her postsecondary education, should be required to contribute a larger 
portion of his or her resources than would be expected from a parent. 

29. Student Eligibility Index (line 29) . The student's eligibility index 
4|uals the sum of lines 21, 24, and 28. Ah index of 1600 or less means that 
a student is eligible for a Basic Grant. To receive a ^ant, the student must 
be enrolled at least half-tin« in an eligalJle program of study offered by an 
eligible postsecondary institution - 
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WORKSHEET A 



CALCUXATION OF 1980-81 ELIGIBILITY INDEX FOR DEPENDENT STUDENTS 
WHOSE PARENTS HAVE NO FARM OR BUSINESS ASSETS s 
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+ 


8 
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1. Parents* adjusted' gross income in 1979 

a. Anwunt earned from work by father. 

b. Amount earned from work by mother, _ ±£ 

2. Parents* total non-taxable income in 1979 
{including student's Social Security benefits). 

3. One^half of the Veterans Educational 
Benefits that the student will receive between 

.July 1, 1980 and Jme 30, 1981^ 

4. Annual adjusted family income (lines 1+24-3). 
5; Parents' Federal income tax paid for 1979. 
,f. Effective family income in 1979 (line 4 minus 

line 5) . ^ 
Family size offset (Table 1) , 

8. Unusual medical expenses. * . 

9. Employment eicpense offset. 

10. Unreimbursed elementary and secondary 
school ttiition and fees. 

11. Total offsets against income (lines ^ _ n 
7+8+9+10). 

12. Parents' discretionary income (line 6 minus ^ 

line 11) . ^ 5 - - 

13. Standard parental contribution from xncome, (If 

line 12 is positive, multiply it by .105; if line > x^.ivo 

12 is negative, enter 0). ^ • 

14. Parents' net assets. . ' -25,000 1:5 

15. Asset reserve. ' ~ 

16. Available parental assets (line 14 minus 

line 15), r ' 

17. Standard contribution from available parental — : — 
assets. (If line 16 is positive, multiply it 
by .05; if line 16 is negative, enter 0.) 

18. Offset against asset contribution for negative 
discretionary income. (If line 12 is negative, 
enter it as a positive number; otherwise enter 0.) 

19. Contribution from parental assets (line 17 minus 
line 18) . If negative, enter 0. ~ ; — ■■ — 

2j0. Contribution from parental income and ' 2o 
assets (line 13 plus line 19) . , — - — 

21. ' Multiple student adjustment: multiply line 20 ■ 

by multiple student rate (Table 2). ^ — ^ 

22. Net assets of student (and 'spouse) , ■ 

23 J Student's available assets 

a. If student is married^ subtract $25,000 

from the amount on line 22 and enter the result 

on line 23. If the result is negative, enter 0 on- 
line 23. 
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WDRKSHEET A (continued) 



b. If student is single, enter the aniount 
from line 22 on line 4, 
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24. Contribution from student:* s (and spouse Ts) 
assets- Multiply line 23 by appropriate assess- 
ment rate (single student = .33, married 
student = ^05) • 

25. Student's (and spouse's) effective 1979 income 
(non-taxable income plus taxable income minus. U*S* 
income tax paid) . 

26. Dependent student of fset (single student =^ 2,650, 
married student ='3,850). 

27. student's (and spouse's) discretionary income (line 
25 minus line 26) . 

28. Standard contribution from student income. 
If line 27 is positive, multiply it by 

•75 if the student is single, or by .25 if the 
student is married; if line 27 is negative, enter 
0 on line 28. (See Table 5.) 

29. Student's Eligibility Index - the svm of lines 
21, 24, and 28. 
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ASSESSING PARENTS' FARM OR BUSINESS ASSETS: 
ADDITIONAL STEPS FOR WORKSHEET B 



The computation used for determining assessable farm ^A/or business . • 
equity is a more involved procedure, because it must incorporate two basic 
concepts. These are: 

1. To be consistent with the treatment of assets for applicants who do 
«ot report farm or business assets, the asset reserve against the 
home, investments and real estate, and savings may not exceed $25,000. 
The total reserve against all reported assets for applicants reporting 

„ farm and/or business assets may not exceed $50,000. If equity in the 
home and other assets is less than $25,000, the "left-over" asset 
reserve may be used against the farm and business assets. 

2. A special adjustxaent is allowed when the debts against farm or business 
assets exceed the value of those assets. 

For these reasons, the computation of available parental assets requires several 
intermediate computational steps. These steps are as follows: 

14. Parents' Net Farm and Business Assets (line 14) . Determine equity in farm^ 
and/or business assets by establishing the current market value of such assets 
and deducting the debts against these farm and/or business assets. (For purposes 
of the Basic Grant formula, "Farm Assets" means any property owned aiyd used in 
the operation of a farm for profit, including real estate, livestock, livestock 
products, crops, farm machinery, and other equipment inventories. A farm is not 
considered to be operated for profit if crops or livestock are raised mainly for 
the use of the family but some income is derived from incidental sales. "B.usxness 
Assets" means property that is used in the operation of a trade or business, 
including real estate, inventories, buildings, machinery and other equipment 
inventories, patents, franchise Tights, and copyrights.) 

15. Parents' Net Ho me and Other Assets (line 15) . This item includes cash on . 
hand and in savings^ and checking accounts, trusts that are legally accessible, -r 
stocks, bonds, and other securities, home Cif owned).- and other real estate. 
Since equity is being measured, debts should be subtracted from the gross value 
of the assets. 

15a. Adjustment for Negative Farm and Business Ass ets (line 15a) . Use this 
step only if farm/business assets (line 14) are negative . 

If the family has negative farm and/or business assets, that is, if the 
total gross value is less than the total debts against the assets, such negative 
amounts are taken into consideration in determining the totaTl asset position of 
the family. Therefore, when farm and/or business equity is negative, that 
negative amount is subtracted from any equity in home and/or other assets 
(line 15). This step reduces the asw>unt of equity in home and other assets that 
Will be- available for assessment in steps 16 and 17. 
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^5b. Non-Farm/Non-Business Asset Reserve (line ISb) . Use this step onXy if 
Paroi/Business Assets (line 14) are negative . 



Farm and business . owners receive a $25,000 reserve for these assets, and 
another $25,000 reserve for houe, real estate, investment, and other assets. If 
Farm/Business Assets {line 14) are negative , subtract the $25,000 home/real 
estate/investment: reserve from line 15a (remember that line 15a contains a 
home/real estate/investment value that has been reduced to a>mpensate for negative 
farm/business assets). Enter the result on line 15d. 

15c. Non-Farm/Non-Business Asset Reserve (line 15c) . Use this step only when 
Fann/Busine§s Assets (line 14) are positive . 

Farm and business owners receive a $25,000 reserve for these assets, and 
another $25,000 reserve for home, real estate, investment and other assets. If 
Farm/Business Assets (line 14) are positive , subtract the $25,000 home/real 
estate/investment reserve from line 15, which contains the value of these assets. 
Enter the res;ilt on line 15d., . 

15d. Available Non-Farm and Non-Business Assets (line 15c) ^. The result of 
subtracting $25,000 from line 15a (or from line 15, where appropriate) is the 
total available non-farm and non-business value. If this figure is negative, 
enter zero since there is no provision in the fonoula for the treatment of 
negative total assets. 

.16. Total Assessable Assets (line 16 ) . The maximum offset that any applicant 
reporting farm and/or business equity can receive against assets is $50,000. 
Total offsets against home and/or ot--her assets cannot exceed $25,000. Therefore, 
in considering home and/or other assets the equity in the hcane and/or other 
assets must be added in first so as to establish the remaining asset reserve 
against farm and/or busintiss equity. Further, since the maximum reserve against 
home and/or >pther assets is $25,000, the maximum that can be entered from line 
15 is $25,000, so that faxm and/or business owners are assured of a minimum 
asset reserve of at least $25,000 on their farm and/or business "assets. This 
minimum could be increased up to $50,000, depending on the amount of asset 
reserve ^"used" against home and other assets. 

The sum of home and/or other assets from line 15 (up to a maximum of 
$25,000) and the net farm ap(^or business assets from line 14 is entered on line 
16. 

16a. Total Asset Reserve (line 16a) . The additional asset reserve for farm 
and/or business is in consideration of the fact that some occupations reqttire a 
substantial asset position to make a living. Subtract the total asset reserve 
of $50,000. 

16^* Available Farm and/or Business Assets (line 16b) . Subtracting line 16a 
from line 16 results in available parental farm and/or business assets. (If 
result is negative, enter zero since there is no provision in the formula for 
the treatment of negative assets.) 
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16c. Total Available Parental Assets (line 16c) . The sum of line 15d and 
line X6b is the total available assets subject to the 5 percent assessiaeat rate. 

The remaining steps are tlie same beginning with step 17 Cp. 9) » which is 



the asset «sessiaent rate.. 
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CALCUIATIOK OF 1980-81 ELIGIBIX^ITY INDEX FOR DEPENDENT STUDENTS 
WHOSE PARENTS HAVE FARM OR BUS INESS ASSETS 

1. Parents' adjusted gross income in 1979 

a. An»unt earned from work by father. 

b. flxiotint earned from^work by mother. 

2. Parents' total non-taxable income in 1979 
(including student's Social Security benefits). 

3. One-half of the Veterans Educational 
Benefits that the student will receive between 
July I, 1980 and June 30, 1981. 

4. Annual adjusted family income (lines 1+2+3). 

5. parents' Federal income tax paid for 1979. 

6. Effective family income in 1979 (line 4 mxnus 
line 5). 

7. Family »ize offset (Table 1) . 
'8. Unusual medical expenses. 
9. En^loyment expense offset. 

r 10. Uiireimbursed elementary and secondary 
school tuition and fees. 

11. Total offsets against income (lines ^ 
7+8+9+10). 

12. Parents' discretionary income (line 6 minus 12 

line 11) . . . ^ . /T4: . 

13. Standard parental contribution from income. (If 

line 12 irposltive, multiply it by .105; if line ZjzL-il 

12 is negative, enter 0). ^[4 

14 Parents' net farm and biisiness assets. ^ / 

is! Parents' net l»me and other assets. If negative, / 15 

If ? ^e 14 is negative, do s teps 15a, 15b, 
'and 15d. If line 14 is posi tive, do steps 

■ ■ 15c and ISd. 

Adjui^nt for negative farm and business 
"assets. (If line 14 is negative, deduct _ 

from line 15 and enter result on line 15a). ■ 

b Non-farm and non-business asset reserve 

(negative assets). If line 14 is negative, 
■ subtract 25,000 from line 15a and enter 

result on line 15d. . - — * — • 

c Non-farm and non-business asset reserve 

(positive assets), if line 14 is positive, 

subtract 25,000 from line 15 and enter result ,25,000 15c 

on line .15d. 

d. Available non-farm and non-business assets. - 15d 

If negative, enter 0. — - 

16. Total assessable assets (add line 14 plus 15). 
If line 15 exceeds 25,000, add only 25,000 

to line 14. -50,000 16a 

a. Total asset reserve. ~ 
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b. Available farm and business assets (line 16 
minus 16a J . If negative, enter 0. 

c. Total available parental assets (line 15d 
line 16b). 

17. Standard contribution from available parental 
assets. (If line 16c is positive, multiply it 
by .05f if line 16c is negative, enter 0) . 

18. Offset against asset contribution for negative 
discretionary income. {If line 12 is negative, 
enter it as a joositive number j otherwise enter 0) . 

19. Contribution from parental assets (line 17 
minus line 18) . if negative, enter 0. 

20. Omtribution from fatiily incs>me and parental - 
assets. (Line 13 + line 19). 

21. Multiple student adjustaents multiply line 20 
by multiple student rate (Table 2). 

22. Net assets of student <and spouse). 

23. Student's available assets 

a. If student is married, subtract 25,000 
from aaount on line 22 and enter result on 
line 23. if result is negative, enter 0 
on line 23, 

b. If stxident is single, enter aa»unt from line 
22 on line 23. 

24. Contribution from student's (and spouse's) 
assets. Multiply line 23 by appropriate assess- 
ment rate. (Single student = .33, married 
student « .05). 

25. Student's (and spouse's) effective 1979 income 
(non-taxable incbros plus taxable inccane minus 
U.S. incon» tax paid). 

26. Dependent student of f set (single student = 2,650, 
married student = 3,850). 

(and spouse's) discretionary income 
(line 25 ndhus line 26). , 

28. Standard contribution from student 
incoa©. If line 27 is positive, aailtiply it 
by .75 if the student is single, or by ,25 if 
the student is married." If line 27 is negative, 
etiter 0 on line 28. (See Table 4). 

29. Student's Eligibility Index = the sum of lines 21, 24 
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CALCULATION OF 1980-81 HUIGIBILITY INDEX FOR INDEPENDENT 
STUDENTS WITH A FAMILY SIZE OF ONE 



For purposes of the Basic Grant Program, an "independent" student is one 
vho: . • 

V 

1. Has not been and will not be claimed as an exemption for Federal 
income tax purposes by the parent {s) for 1979 or 1980? 

2. Has not received and will not receive financial assi^^ce of more than 
$750 (in cash or kind) from his/her parent (s) in 1979 or 1980; and 

3. Has not lived and will not live for more than a total of six weeks in 
the home of a parent in 1979 or 1980. 

"Parent" means the applicant's n»ther and/or father or adoptive parents.^ 
It does not mean foster parents or guardians. 

If the answer to all questions for both years is no, the applicant is 
considered independent for purposes of the Basic Grant Program. The eligibility 
index for the independent applicant who has no dependents will be calculated 
according to the following procedures: 

1. a^'}nfit i>d Gross Income (line 1) . All income which is available to the 
applicant should be considered in the evaluation of ability to support the cost 
of postsecondary education. The n«st valid reference for taxable is the 
Adjusted Gross Income item as reported on line 31 of the 1979 IRS Form 1040 or 
line 11 of the 1979 IRS Form 1040A. This information is readxly available and 
can be vei^ified by referring^ to the IRS forms actually filed. 

The decision as to which year's income is to be considered for independent ^ 
students is a difficult one. Traditionally, a student's income may vary considerably 
from year to year. While it may be preferable to ask the student to estimate 
his or her earnings for the current year, recent studies have shown that estunated 
income is not a reliable base for determining student financial need, and serious ^ 
reservations exist as to the categoric use of estimated income for all independent 
applicants. Thei^efore, it has been determined that the adjusted gross income to 
be considered is that amount entered on the previous year's Federal income tax 
return. This also has the advantage of being consistent with tne data collected . 
for dependent students and assures that the eligibility index of all students is 
determined from the same base, 

2. TV>< A l Non-taxable Income in 1979 (line 2) . Information on non-taxable 
income must also be collected since this income clearly contribute to financial 
strength and may represent a considerable portion of the incon^ of many Basic 
Grant recipients. Examples of non-taxable income are: 

- ' Welfare benefits. 

Unen^Jloyment benefits. 
Social Security benefits. 
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Veterans , benefits such as Death Pensions and Dependency and Indemnity 
Compensation CDIC) . IX> NOT include benefits specifically for education 
< Veterans or Dependents Educational Program^.) . 
Income from tax-exempt bo;ids. 
untaxed portions of capital gains. 

Living and housing allowances (if the allowance is in the form of free 
r<KHn and/or board, ii^clude the equivalent cash value) . 
Any other income not reported in any other item, 

NOTE; Include total yearly amount, not monthly payments, 

^' One-half of Veterahs Educational Benefits (line 3) . This item should contain 
one-half of the total Veterans Educational Beiief its the applicant expects to 
receive in th^l980-81 award period (July 1, l&bO— June 30, 1981). The only 
benefits to be included here are tl^se from the GI Bill and Veterans or Dependents 
Educational Assistance Programs. Other veterans' benefits received by the 
applicant in 1979 should be reported in item 2. 



The amount to be entered on line 3 is calculated as follows : multiply the 
monthly amount of the applicant's Veterans Educational Benefits times the number 
of months for which these payments are expected to be received between July 1, 
1980 and June 30, 1981, and divide the result by two (2) . 

Example : 

$311 (monthly payment) X 9 months = $2,799 
$2,799 V 2 = $1,400 
Enter $1,400 on line 3. 

4. Annual Adjusted Income in 1979 (line 4) . Annual adjusted income is the sum 
of adjusted gross income (line 1) plus non-taxable income (line- 2) plus one-half 
of veterans Educational Benefits (line 3) . 

5« Federal Income Tax Paid for 1979 (line 5) . The legislation authorizing the 
Basic. Grant Program requires that a deduction be made from annual adjusted 
income for the amount of Federal incc^ne tax paid on income received during the 
base year. The figure here is the amount actually paid, not the amount withheld. 
«ie "tax paid" figure is on line 47 of the Ii?S Form 1040 or line 14a of Form 
1040A, 

The exception occurs when the applicant earned income through employment, 
had Federal income tax withheld, but is not required to file a tax return and 
did not file one. (One example of this is where the applicant earns income and 
has Federal income tax withheld, but did not file a tax return because the amotant 
earned was too small to make filing mandatory.) In this case, the amount withheld 
should be list^ as "tax paid. " 

If the applicant earned money, overseas and completed a foreign tax return, 
the foreign taxes paid to a central government should be converted to U.S. 
dollars and listed here. 

6- Effective Income in 1979 (line 6) . The result of subtracting Federal 
income tax paid (line 5) from the annual adjusted income (line 4} is the student's 
effective income. This figure is the base for calculating the expected contribution 
from income. 
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7 Family nize o ffset (line 7) . In addition to taxes, a family has basic 
s^bs istenL expenses which must be «,et before any 

be expected These expenses varv depending on size of the family .nvolved. 

The offsets are derived from the "Weighted Average Thresholds at the Low 



The offsets are aerivea iium wwc y^n^v^^A wt 

income Level,- developed by the &ial Security ^^^^^^lll'^'f^^ 
the Bureau of the Census. These expenses are based on the food costs for families 
of given sizes, and make certain assumptions about additional expenses of shelter 
^d other family needs. The offsets are updated every year to acco^nodate 
increases in the Consumer Price Index published by the Department of Labor. 

For the 1980-81 award Period, the family size offsets used during the 1979- 
80 award period have been increased by 12.2 percent to reflect the rise in cost 
of living expenses from October 1978 to October 1979, and then rounded to the 
nearest $50. The family size offsnt for an independent student with a family 
BXzo of one is $3#850* 

8. unusual Medical Expenses (line 8) . The Basic Grant Program has 
?;tc^;^ir^i^ue .ervS definitions of medical and dental expenses i-^^^^""^^ 
"unusual medical expenses" for the Basic Grant Program. The use of Internal 
R^enue Service definitions avoids the need for creating a new definition of 
expenses which i^uld be used only by the Basic Grant Program. 
distinction must be made between expenses which may ^, ^^^^^^^ J^^^'^^^'^He 
purposes and those itemized expenses which are "unusual" for purposes of the 
Basic Grant eligibility formula. 

The amount of unusual medical expenses which may be deducted ^ f^^^^^ 
familv income- (line 6 of this worksheet) is that amount in excess of 20 percent 
ofeffecUvrfamily income. This exclusion is designed to confine clams for 
such expenses to those which are genuinely unusual. 

It should be noted that' unusual expense amounts should reflect the- actual 
expenses paid during the year and not current unpaid debts incurred as a result 
IfZZlal expenses^ Insurance premiums cannot be reported, nor ^^n expenses 
that are' paid for by insurance. Only amounts Hot covered by insurance or not 
o^her^Ise reimbursable can be listed. If the applicant, itemized deductions on 
his S^ her^979 U.S. income tax return, the total of lines 2 and 6, Schedule A, 
Fom 1040, should be entered here. 

' 3. Total Offsets Against Income Cline 9) . The sum of line 7 (family size 
offset) plus line 9 (unusual medical expenses) is the total amount which is 
deducted from effective income (line 6) in order to determine discretionary 
incom^. 

10. n^.n ^^hionarv Income (line 10) . The income which remains after an^allowance 
has b^en made for livirig expenses , Federal income taxes, ar»d unusual ^«^^^ar 
expenses may be identified as discretionary income. This income is available 
for the purchase of goods and services which enhance the standard of living,, 
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including the cost of postsecondary education. This income may be a positive or 
negative amount. If the discretionary inconie is a positive aawunt, some contribution 
will be expected in accordance with step 11. If the discretionary income is a 
negative a»ount, no contribution from income will be expected. ' 

Standard Contribution froffl Income (line 11) . Independent students benefit 
directly and permanently from their educations. Traditionally, they have been 
required to contribute a much greater part of their discretionaxy income for 
educational purposes than have the parents of dependent students. In fact, these 
students usually have been ejected tj contribute 100 percent of this income. 

For the single independent student, the Basic Grant formula requires a 75" 
percent contribution from discretionary income. This percentage is consistent 
with the traditional view of an independent student's responsibility to help 
finance his or her education. At the same time, this assessment rate protects^ 
one-quarter of the student's discretionary income from assessment for educational 
purposes. V 

If line 10 is positive, multiply it by .75. If line 10 is negative, enter 

zero. 

^2- Student's Net Assets (line 12) . Assets include cash on hand and in savings 
and checking accounts, trusts that are legally accessible, stocks, bonds, and 
other securities, home (if owned), and other real estate. Since equity is 
being measured, debts should be subtracted from the gross value of the assets. 

13. Standard Contribution from Assets (line 13) . Since independent students 
benefit directly and permanently from their education, it is fair to ask that 
these students use a greater percentage of their assets to help pay for their 
education than is asked of the parents of dependent students. 

One-third (.33) of the student's assets (recalculated each year) is 
assessed for educational expenses. This method is simple and leaves a modest 
reserve for the student. 

Adjustment for- Negative Discretionary Income of the Student (line 14) . If 
the student's income is less than the sum of the various offsets against income, 
the support of basic needs must be given priority over the support of postsecondary 
education. Therefore, the amount of the negative discretionary income of the 
applicant (as computed in line 10) is deducted from any contribution from the 
student's assets as calculated above. 

^5. Contribution from Student Assets (line 15) . The total measure of available 
resources in a particular year results from the assessment of both the income 
and assets of the applicant. The formula is designed to take into consideration 
the interdependent relationship between assets and income. This is accomplished 
by offsetting the negative income coit^nent (line 14) against the independent 
student's contribution from assets (line 13) . The resulting amount, if positive, 
represents the applicant's contribution from assets for educational purposes. 

16. Standard Contribution from Income and Assets (line 16) . The amount of 
standard contribution from the applicant's income (line 11) and the amount of 
contribution from the assets of the applicant (line 15) are combined to determine 
the amount of expected contribution from his or her income and assets for educational 
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purposfis. 1hi« fifura is the applicant's ftudent eligibility index nuxeber. If 
it is 1600 or less, the wiicant is eligible for a Basic Grant. To receive the 
grant, he or she aaist be enrolled at least half-ti»« in an eligible course of 
study offered by an eligible school. ^ 
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CRLCUIATlOiJ OP 1980-81 ELIGIBILXTY INDEX FOR INDEPENDENT 
^^Np«t.c x^mt & FAMILY SIZE OF ONE 



8 



1. Student's adjvisted gross incoiae in . 

2. Student's total non-taxable iiicome in 1979. 
3! One-half of the veterans Educational 

Benefits that the student will receive between July 1, 
19^ and June 30, 1981. 
Anhuai adjusted infeome (lines 1+2+3). 
Student's Federal Income tax paid for 1979. 
Effective income (line 4 minus line 5) . _ ^ 

Family size offset. ; - ■ 

Unusual nodical expenses. " t 

l^tal offsets against incon® (lines 7+8). 
Student's discretionary incoir« (line 6 

minus line j|> . . ^ ^ ■ 

standard coftributicm from income. (If ime 

10 is posit£%. multiply it by .75; if line 
Id is negative, enter 0.) 
Student's net assets, , 

Standard contril-ution from assets. Multiply 

line 12 by .33. 

Offset against asset contribution for , 
negative discretionary inc«nfi. (If line 



4, 
S. 

6. 
7. 
8. 
9, 
10. 

11. 



12. 
13. 

14. 



10 is negative, enter it as a positive number, 
otherwise enter 0) . . i , 

15. contribution from student assets (line 13 
minus line 14). If result is negative, 
enter 0. 

16. student's Eligibility Index = the sum of 
lines 11 and 15. , ' . 
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« CALCULATION OF ELIGIBILITY INDEX FOR INDEPENDENT 

STUDENTS WITH A FAMILY SIZE GREATER THAN ONE ^ 

NOTE- '^^^ worksheets have been developed for calculating the indices of 
thesi st..ients." These worksheets are identical except for the assessment 
of assets. If you do not report farm a..d/or business assets, use Worksheet 
b. If you do report farm and/or business assets, use Worksheet E. 

•1. c^» .^pn^«^ (and SPouse's) Adjusted Gross Income in 1979 d ^^g ^> • All income 
which is available to the applicant (and spouse) should be considered in the 
evaluation of his or her ability \o support the cost f . f 

The most valid reference for income subject to Federal xhcome tax is the adjusted 
gross income item in the family's Federal income tax return (Ixne 31 of the 1979 
Jrs Form 1040 or line 11 of the 1979 IRS Form 1P40A) . ^.^^^.^^ 
readily available to most families and the information can be verified by referring 
to the IRS forms actually filed by the applicant ('and' spouse) . 

The decision as to which year's income is t;o be considered is a ^^^^^"""^^^ . ... 
one for independent students. Traditionally, a student' s income may. vary considerably 
?rom yeai 2 year, while it may be preferable to ask the student to estimate , ^ 
hiforTer earnings for the'Wrent year, recent studies have f °- 
. income is not a reliable base for determining student financial need, and serious 
reservations exist as to the categoric use of estimated incoft^e for all independent 
applicants. 

Therefore, it has been determined that the adjusted gross income to be 
considered is that amount entered on the previous year's ^J;/"^^?^^^,^^^ 
return. This .also has the advantage of being consistent with the ^° 
for dependent students and assures that the eligibility index °f ^1^/*^^^^"^%^^ 
determined from the same base. The amount to be entered here, ^fl^Jl' ^l^^^ 
amount entered on the 1979 Federal income tax return. However, if the student 
(and spouse) earned income overseas and did not file a U.S. income tax return, 
. those earnings would be converted to U.S. dollars and reported m this item. 

Item la requests the income earned through employment by the applicant; 
item lb requests the same information for the spouse. This information is used 
to determine whether- or not the family is eligible for the employment expense 
offset. 

Although lines la and lb often" add up tcf the adjusted gross income reported 
• on line X, there are a number -of instances where they may not -or ^^^f^' 
.. iine 'l.^y be less' than the sum of lines la and lb if the applicant and spouse 
. have claimed on their tax return "adjustments .to income" ^^^^^f 
mov^ing expensd^, employee business expenses, payments to an IRA or Keogh 
interest penalties on early withdrawal of savings, alimony payments, and disability 
inepme exclusions. 

' Similarly, line 1 may be greater than the sum of lines la and lb if, in 
'addition to income earned through employment, the applicant and sppuse have 
reported on their tax form other taxable income such as interest, dividends, 
buSne'ss income, taxable portions of .capital gains; or taxable pensions. 



2- Total Non- taxable income in 1979 (line 2) . Information on non-taxable 
income must also be collected since this income clearly contributes to family 
financial strength and may represent a considerable portion of the income of 
many .Basic Grant recipients. Examples of non-taxable income are: 

Welfare benefits. 

Unmployment benefits. ^ . 

Social Secxirity benefits received by the applicant (and spouse) . 

Veterans benefits such as Death Pensions and Dependency and Indemnity 
. Compensation (DIC) . Do not incfude benefits specifically for education 
: (Veterans or Dependents Educational Programs) . 

Income from tax-exempt bonds. 

Untaxed portions of capital gains, ' > 

Living and lK)using allowances (if the allowancesf^is in the form of free 

room and/or board, report the equivalent cash value) . " . 

Any other income not reported in any other item. 

NOTE: Include total yearly amount, not monthly payments, 

3. One-half of Student's Veterates Educational Benefits (line 3) . This item 
should contain one-half of the total Veterans Educational Benefits the applicant 
expects to receive in the 1980-81 award period (July 1, 1980 — June 30, 1981), 
The only benefits to be included here are those from the GI Bill and Veterans or 
Dependents Educational Assistance Programs. Other veterans benefits received in 

1979 should be included in item 2. 

The amount to be entered on line 3 is calculated as follows: multiply the 
monthly amount of the applicant 's Veterans Educational Benefits times the number 
of HKsnths for which these payments are expected to be received between July 1, 

1980 and June 30, 1981, and divide the result by two (2). 

Example: 



$311 (monthly payment) X 9 months §2,799 
$2,799.v 2 = $1,400 
Enter 1,400 on line 3- 

4. Annual Adjusted Income in 1979 (line 4) . Annual adjusted income is the sum 
of the student's (and spouse's) adjusted gross income (line 1) plus non-taxable 
income (line 2) plus ohe-half of the student's Veterans Educational Benefits 
(line 3) . y 

5. Student's (and Spouse's) Federal' Income Tax Paid for 1979 (line 5) . The 
legislation authorizing the Basic Grant Program requires that a deduction be 
made from annual adjusted inccsne for the aimsunt of Federal income tax paid on 
income received during the base year. The figure here is the amount actually 
paid, not the amount withheld. 

with one exception, the -'tax paid" figure is on line 47 of IRS Form 1040 or 
line 14a of IRS Form 1040A. The exception occurs when the student (and spouse) 
earned income through employment, had Federal income tax withheld, but are not 
required to file a tax return and do not file one. (On© example of this is 
where the student (and spouse) earn inccsne and have F^eral income tax withheld, 
imt do not file a tax return because the amount earned is tcK> small to make 
filing mandatory.) In this case, the aimaunt withheld should be listed as "tax 
paid." . 
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If the student (and spouse) earned money overseas and completed a foreign 
tax return, the foreign taxes paid to a central government should be converted 
to U.S. dollars and listed here. 

6 v<^^o^^i v^ Tnnome in 1979 (line 6) . The result of subtracting Federal income 
tlx paid (line 5) from the a nnual adjusted income (line 4) is the effective 
i™ iiis figure is the base for calculating the expected contribution from 
income. 

7 Fa mily Size Offset (line 7) . In adcLi^tion to taxes, a family has basic ^ 
s^ si^enL expenses which must be met before any contribution from income can 
bf Sected.^ese expenses vary depending on the size of the family involved. 

The offsets are listed in Table 1 (p. 53). They are derived from the 
"Weighted Average Thresholds at the Low Income Level," developed by the 
Seo^^ity Administration and published by the Bureau of the Census. These ^^^H^ 
ar^based on the fqod costs for families of given- sizes, and ma^e certain assumptions 
S^ufadditional expenses of shelter and other, family, needs. The offsets are 
Seated every yearT^accommodate increases in the Consumer Price Index published 
by the Department of Labor. 

For the 1980-81 award period, the family size offsets used during the 19 >9- 
80 award period have been incre^ed by 12.2 percent to reflect 
Of llvlng^penses from Octoberll978 to October 1979. and then rounded to the 
nearest $50. , 

8 unusual M.e^i nal Expenses (line 8) . The Basic Grant Program J^^^. „ 

i;te^I ^ve^ue Serv ^e definitions o f medical and dental e^^enses in ^etermxnin^ 
"^uS Senses" for the Basic Grant Program. The use of Internal Eevenue 
service definitions avoids the need for creating a new definition - 
whCh ^uld be used only by the Basic Grant Program. However, some distinction 
must bT^Sde^tween medical expenses which may be itemized for income tax 
p^s^s^d those itemized expenses which are "unusual" for purposes of the 
Basic Grant eligibility formula. 

Th/amount of unusual medical expenses which may be deM^^^^ 
family income (line 6 of the worksheet) is that amount m excess of 20 percent 
oreffeJtivrincome. This exclusion is designed to confine claims for such 
expenses to those which are genuinely unusual. 

It should be noted that unusual expense amounts should reflect the actual 
expenses paid during the year and not current unpaid debts incurred as a result 
:f —f e^enses! Insurance premiums cannot be reported, nor can expenses , 
tha^are paid for by insurance. Only amounts not .covered by insurance ori not 
other^fse^ei^ursable can be listed. If the student (and ^P^-e) itemized 
deductions on their 1979 U.S. income tax return, the total of lines 2 and 6, 
Schedule A, Fonr. 1040, should be entered here. 

9. ^^1^^^^nt- KK pense Offset (line 9) . In constructing budgets ^hich recognize 
eipen^es for families, due provisions must be made for the expenses of the 
bSad-wInner which oc^ur as a result of employment itself. Some expenses for 
clothing transportation, and other items are attributable to occupational 
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needs. When both student and spouse work, additional ©aployment expenses are 
incurred. Also, if a household is headed by a single parent, the costs associated 
with his or her employmei.t are greater, than for a comparable worker who has a 
non-employed i spouse. ' 

-Therefore, in the determination of the eligibility index, an "Employment 
Exp&nse Offset" has been constructed to treat nu>re equitably the income of the 
houselKJld in which poth student and spouse work, or the single parent household. 
It is recognized that b6th of these types of families will occur frequently in 
the lower-income families for which Basic Grant eligibility is greatest. The 
offset provides that 50 percent of the earnings of that person with the lesser 
earnings, or 50 percent of the earnings of the single student with dependents, 
will be protected from any contribution toward education. The maximum offset is 
$1,500. Thus, up to $30 a week is availably for the additional expenses which 
" these students face, 

* ... .... 

10. Unreimbursed Elementary and Secondary School 'i-uition and Fees (line 10) , 
The Basic Grant Program is required by law to take into consideration the cost 
for tuition and fees incurred during the base year by families that have dependent 
children -enrolled in private elementary and secondary schools. *rhe amount of 
tuition and fees for family members enrolled in private el^entary and secondary 
schools which may be deducted from the effective family income (line 6) is that 
amount paid which was not covered by scholarships, grants, or other forms of 
student aid. DO NOT include the cost of tuition and fees for dependents in 
POSTsecondary educational institutions. 

Total Offsets Against Income (line 11) . The sian of line 7 (family size 
offset) plus line 8 (unusual expenses) plus line 9 (employment expense offset) 
plus line 10 (unreiavburs^i elementary and secondary school tuition and fees) is 
the amount which is deducted from effective family income (line, 6) in order to 
determine discretionary income. 

^2- Student's (and Spouse's) Discretionary Income (line 12) . The income which 
remains after an allowance has been made for family living expenses^ Federal 
income taxes, unusual expenses, employment expense offset, and an offset for 
xmreimbursed elementary and secondary school tuition and fees may be identified 
as discretionary income. This income is available for the purchase of gobds and 
services which enhance the standard of living of the family, including the cost 
of postsecondary education, This income may be a positive or negative amount. 
If the discretionary income is a positive anmunt, some contribution is expected in 
accordance with step 13. If the discretionary income is a negative amount, no 
contribution from income is expected. 

13. Standard Contribution frbm Income (line 13) . Independent students benefit 
directly and permanently from their educations. Traditionally, they have 
been required to contribute a much greater part of their discretionary income 
for educational purposes then have the parents of dependent students. In fact, 
these students usually have been expected to contribute 100 percent of this 
income. i 

i . ' 

i -. ■ ■ 
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For the independent student with dependents, the Basic Grant forntula requires 
a 25 percent contribution frtan discretionary income. While this rate is 
greater than that required of parents of dependent students, it is less than 
the rate for independent students who have no dependents other than themselves. 

This assessment rate is thus consistent, wijA the traditional view of the 
independent student's responsibility to help finance his or her educatxon. At 
the same time it recognizes that, if a student has dependents, there are greater ^ 
demands on his or her resources than there are on the resources of a student 
in similar circximstances who has no dependents. 

If line 12 is positive, multiply it by .25. If it is negative, enter zero. 

NOTE? IF COMPUTING THE INDEX OF AN APPLICANT NOT REPORTING FARM AND/OR ^ 
BUSINESS ASSETS, PROCEED TO LINE 14 BEIX)W. 

IF COMPUTING THE INDEX OF AN APPLICANT WHO REPORTS FARM AND/OR BUSINESS 
ASSETS, TURN TO pp. 35-37, WHICH CONTAIN THE STEPS INVOLVED IN DETERMINING 
THE CONTRIBUTION FROM FARM AND/OR BUSINESS ASSETS. 

14. Student (and spouse's) Net Assets (line 14) . Assets include cash on hand 
and in savings and checking accounts, trusts that are legally accessible, stocks, 
bonds, 'ard other securities, home (if owned) , and other real estate. Since 
equity is being measured, debts should be subtracted from the gross value of 
.the assets. - . . 

15. Asset Reserve (line 15) . In order to determine the amount of assets which 
can be considered in determining a contribution for educational purposes, an 
asset reserve of $25,000 is subtracted from the net assets of the student (a.-;d 
spouse). Since families accumulate assets for several purposes including retirement 
future consumption, and postsecondary education, a portion of assets should be 
rested from any contribution toward postsecondary education, and remaining 
assets should be assessed at some rate less than 100 percent. This $25,000 

asset reserve also allows £ot emergencies and retirement needs. 

16. Available Assets (line 16) . Subtracting line 15 (asset reserve) from line 

14 (net assets) results in available assets. If this is a negative amount, 

enter zero since there is no. provision in the formula for the treatment of 
negative assets. 

17 standard Contribution from Available Assets ( line 17) . Once the available 
- assets have been determined, an assessment rate of 5 percent will be applied . 
Because the value of assets grows, this rate of asset assessment will generally 
leave the family's asset position largely unimpaired. A 5 percent rate is below 
current real estate and savings account appreciation rates, and therefore seems 
reasonable. 

The result of imiltiplying the amount of net assets times the asset assessment 
rate represents the standard contribution from assets. 
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IB. Offset Against Asset Contribution for Negative Discretionary Income (line 18), 
If the family's incon^ is less than the sum of the various offsets against 
incoiae, the support of basic family needs aiti&t be given priority over the support 
of postsecondary education. Therefore^ the anusunt of the negative discretionary 
income of the faaaily (as computed in line 12) is deducted from any contributioi> 
from assets as calculated above* v 

19* Contribution from. Assets (line 19) . This contribution is determined by 
• subtracting the negative income component (line 18) from the standard contribution 
from assets (line 17) , The result (if positive) is the e^qpected contribution 
from assets for educational purposes. 

20. Contribution from Income and Assets (line 20) , Adding line 13 (standard 
«>ntribution from income) to line 19 (standard contribution ft<m assets) results 
in the expected contribution from a family with one meir4>er in postsecondary 
education . * 



21. tftiltiple Student Adjustment (line 21)^ If a family has more than one 
member enj;t5lled in postsecondary education for the 1980-91 award period, the 
figure on line 20 must be adjusted. 

Since each student has an allowance for cost of attendance, the family's 
discretionary income is ,4ffectively decreased when there is more than one family 
member in postsecondary education* In order to determine the appropriate percentages 
the contributipns expected from different family sizes were compared. These 
investigations indicated that 140 percent of the contribution for one student 
would'' be a reasonable assessment against the family with two students. Thus 
each student would receive 70 percent of the contribution which the family would 
make if there were only one student in the family. Similarly, 150 p€^.rcent of 
the single student contribution seemed adequate for the family with three' 
members in postsecondary education. Thus, each student could expect 50 percent 
of the single student contribution for each person in postsecondary education. 

The following table , summarizes the treatn^nt of families with different 
numbers of family members in postsecondary education: 



Number 
of students 
in postsecondary 
education 



Family contribution 
for all students 
as a percent of 
standard contribution 



Contributions per 
student as a percent 
of standard 
contiribution 



3 

4 or more 



100 
140 
150 
1$0 



100 
70 
50 
40 



22, Student Eligibility Index {line 22) . The student eligibility index nuaiber 
equals line 21. An index of 1600 or less meaps the student is eligible for a 
Basic Grant. To receive the grant, he or she inust be enrolled at least half- 
time in an eligible program of study offered by an eligible school. 
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ASSESSING STUDENT'S {AND SPOUSE'S) FARM 
• OR BUSINESS ASSETS: ADDITIONAL STEPS . ^ 
: VOR WORKSHEET E 

The computation used for determining assessable farm and/or business equity 
is a more involved procedure, because it must incorporate two basic concepts. 
These ares 

1. TO be consistent with the treatment of assets for applicants who do 
not report farm or business assets, the asset reserve against the 
home, investments and real estate, and savings may not exceed $25,000. 
The total reserve against all reported assets for applicants reporting 
farm and/or business assets may not exceed $50,000. If equity in the 
home and other assets is less than $25,000, the "left-over«- asset 
reserve may be used against the farm and business assets. 

2. A special adjustment is allowed when, the debts against farm or business 

assets exceed the value of those assets. - . 

t ■ ■ ■ 

For these reasons the computation of the available assets of the student (and spouse) 
requires several intermediate computational steps. These steps are as follows: 

14. student's (and spouse's) Net Farm and Business Assets (line 14) . Determine 
equity in farm and/or business assets by establishing the ctxrrent market value 
of such assets and 'deducting the debts against these farm-,,and/or business assets. 
(For purposes of Basic Grants, "Farm Assets" a^ans any property o%med and used 

in the operation of a farm for profit, including real -estate, livestock, livestock 
products, crops, farm machinery, and other" equipment inventories. A farm is not 
considered to be operated for profit if crops or livestock are raised mainly for 
the use of the faxaily but some income is derived from incidental sales. 
"Business Assets" means property that is used in the operation of a trade or 
business, including real estate, inventories, buildings, machinery and other 
equipment inventories, patents, franchise rights and copyrights.) 

15. student's (and Spouse's) Net Home and Other Assets (line 15) . This item 
includes cash on Hand^and in savings and checking accounts, trusts that are 
legally accessible, stocks, bonds, and other securities, home (if owned) and 
other real estate. Since equity, is being measured, debts against the assets 
should .be subtracted. 

15a,- Adjustment for Negative Farm and Business Assets (line 15a) . Use this 
step only when farm/business assets (line 14) are negative. 

If th6 family has negative farm and/or business assets, that is; when the 
sum of the total value is less than the total debts against the assets, such 
negative amounts are taken into consideration in determining the total asset 
position of the family. Therefore, when farm and/or business equity is negative, 
that negative amount is subtracted from any equity in home and/or other assets 
(line 15). This step reduces the amount of equity in home anS other assets tiiat 
will be available for assessment in steps 16 and 17 . 
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15b. Non-Farm/Non- Business Asset Reserve (line 15b) > Use this step only if 
farsv^usiness assets (line 14) are negative ^ 

Pam and btxsiness owners receive a $25^000 reserve for these assets ^ and 
another $25,000 reserve for home^ real tistate, investment and other assets. ;If 
farm/business assets (line 14) axe negative , subtract the $25,000 home/real 
^state/investment reserve from line 15a (remember that line 15a contains a 
home/real estate/investment value that has been reduc ed to compensate for negative 
farm/business assets). Enter the result on line 15d» 

15c. Non-Fann/Non-Busine6s Asset Reserve (line 15c) . Use this step only when 
farni/business assets (line 14) are positive . 

Farm and business owners receive a $25,000 reserve for these assets, and 
another $25,000 reserve for home, real estate, investment and other assets. If 
farm/business assets (line 14) are positive , subtract the $25,000 home/real 
estate/etc, reserve from line 15, which contains the value of these assets. 
Enter the result on line 15d. ^ 

15d. Available Non-Farm and Non-Business Assets (line 15c) . The result of 
subtracting $25,000 from line 15a (or from line 15 # where appropriate) is the/ 
total available non-farm and non -business value. If this figuxe is negative, 
enter zero since there is no* provision in the formula for the treatment of 
negative total assets. 

16. Total Assessable Assets (line 16) . The maximum offset that any applicant 
reporting farm and/or; bus ine'ss equity can receive against asset^ is $50 #000. ; 
Total offsets against home and/or other assets cannot exceed $25,000. Therefore, 
in considering home and/or other assets the equity in the hme and/or other 
assets jEnust be added in first so as to establish the remaining asset reserve 
against farm and/or business equity. Further , since the maximum reserve against 
home and/or other assets is $25,000, the maximum that can be entered from line 
15 is $25,000, so that farm and/or business owners are assured of a minimum 
asset reserve of at least $25,000 on their farm and/or business assets. This 
minimum could be increased up to $50,000, depending on the amount of asset 
reserve "used" against hon^ and other assets* 

The sum of home and/or other assets from line 15 (up to a maximum of $25,000) 
and the net farm and/or business assets from line 14 is entered on line 16 • 

16a. Tot^al Asset Reserve (line 16a)\ ^e additional asset reserve for farm 
and/or business is in consideration of the fact that some occupations require a 
substantial asset position to make a living. Subtract the total asset reserve 
of $50,000. ^ 

16b. Available Farm and/or Business Assets (line 16b) . Subtracting line 16a 
from line 16 results in available farm and/or business assets. (If result is 
negative, enter zero since there is no provision in the formula for the treatment 
of negative assets) . 
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X6c. TtotaX RvaiXabla Assets (lin^ I6c)\ The sum of iine 15d and line ISb 
results in total available assets subject to the 5 ^rcent assesaaent rate. 

The remaining steps are the saine beginning with step 17 (p. 33) , which is the 
asset assessment rate. 
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KOBKSHEET D 

CALCUIATION OF 1980-81 ELIGIBILITY IIJDEX FOR INDSPEgisaiT STUDENTS 
WITH A FAMILY SIZE GREATER THAN ONE HAVING NO FARM t^R BUSINESS ASSETS 

1. Student's (and spouse's) adjusted gross 
inrome in 1979 

a. An»unt, earned from work by studient. 

fa. Amount earned from work by spouse. 

2. Student's {and spouse's) total non- 
ta;£able income in 1979. 

3. dae-half of the Veterans Educational 

.Benefits that the student will receive between July 1, 
1980 and June 30, 1981. 
4., Annual adjusted income (lines 1+2+3). 

5. Student's (and spouse's) Federal income 
tax paid for 1979. 

6. Effective income (line 4 minus line 5). 

7. Family size offset (Table 1). 

8. Unusual medical expenses. 

9. Employment expense offset. 

10. Unreimbursed elementary and secondary 
school tuition and fees. 

11. Total offsets against income 
(lines 7+8+9+10) . 

12. Discretionary income (line 6 minus line 11). 

13. Standard contribution from income. 
(If line 12 is positive, multiply it 
by .25. If line 12 is negative, enter 0). 

14. Net assets of student (and spouse). 

15. Asset reserve. 

16. Available assets (line 14 minus line 15) . 

17. Standard contribution from available 
assets. (If line 16 is positive, multiply 
it by .05; if line 16 is negative, enter 0). 

18. Offset against asset «>ntributi6n for 
negative discretionary income. (If line 12 
is negative, enter it as a positive number; 
otherwise enter 0) , 

19. Contribution from assets (ilne 17 xsinus line 
18). If negative, enter 0.' 

20. Contribution frcaa income and assets (lines 
- 13 + 19) . 

21. Multiple student adjustment. Multiply 
line 20 by multiple student rate (Table 2) . 

22. Student Eligibility Index = line 21.\ 
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VWRKSHEET £ 

CALCULATION OF ELIGIBILITY INDEX FOR INDEPENDENT STUDENTS 

WITH A FAl^ILY SIZE GREATER THAN ONE HAVING FARM OR BUSINESS ASSETS 



I* Student's (and spouse's) adjusted gross 
income in 1979 

a. Amount' earned ftt>m wrk by student • ^ la 

b. Amount earned from work by spouse. lb 

2 • Student • s ( and ^spouse * s ) total non- 
taxable income in 1979^ ' ^ 

3* One'-half of the Veterans Educational 
Benefits that the student will receive 
between July 1, 1980 and June 30, 1981. 

4. Annual adjusted income (lines 14-2+3). 

5. Student's (and spouse's) Federal income 
tax paid for 1979. 

6. Effective income (line 4 minus line 5). 

7. Family size offset (Table 1). 

8. Unusual medical expenses. 

9. Employment expense offset. 

10. Unreimbursed elementary and secondary 
school tuition and fees. 

11. Total offsets against income 
(lines T+S+g+lb) . ii 

12. Discretionary income (line 6 minus line 11). . = 12 

13. Standard contribution from income. 
(If line 12 is positive* multiply it 
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9 
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by ,25. If line 12 is negative, enter 0). 13 
14* Net farm and business assets of student 

<and spouse). 14 

15. Net home and other assets of student (and 

spouse). If negative, enter 0. 15 

If line 14 is negative, do steps ISa, ISb^ and 

15d. If line 14 is positive, do steps 15c and ISd . 

a. ^ Offset for negative farm and business 
assets. (If line 14 is negative, 
deduct from line 15 and enter result 
on line 15a) . 15a 

hm Non-farm and non-business asset reserve 
(negative assets) . If line 14 is 
negative, subtract $25,000 xrom line 15a 
and enter result on line 15d. -25,000 15b 

c. Non-farm and non-business asset reserve 
(positive assets) . If line 14 is 
positive, subtract $25,000 from line 15 

and enter result on line 15d. -25,000 15c 

d. Available non-farm and non-business 

assets. If negative, enter 0. 15d 




wmsnSSfC S (eontlnuAd) 



16. Total a^seaaable aaaeta, Ada lines 14 and 
15 (if lina 15 axcaads $25,000, add only 
$25,000 to lina 14). 

a. Subtract total assat raserva. 
/ b. Availabla faxa and business assets 
/ (if negative, enter 0). 

c. T6tal available assets (line 
15d 4 line 16b) . 

17. Standard contribution fr«B available 
assets. (If line 16e is positive, 
nultiply it by .0S| if line 16c is 
negative, aiter 0). 

18. Offset against asset contribution for 
negative discraticmarK ino^ae. (If line 
12 is negati^,, enter it as a positive 
nvfflberi otherwise enter 0.) 

19. Ccmtribution froiQ assets (line 17' sinus 
line 18). If negative, enter 0. 

20. Omtribution from inooBie abd assets 
(lines 13 19). 

21. Btoltiple student adjustmenti ffultiply 
line 20 by sultiple student rate (Taisle 2) . 

22. Student's Eligibility index - line 21. 
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«S0,000 16a 
16b 

16c 

X .05 
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. CftSE STUDY #1 

' '■ > ■ 

A dependent applicant has a brother and sister. His father is 
deceased. Hi« mother earned $10,000 in. 1979, and paid $400 in incona 
' taxes. She also received $3,000 in Social Security benefits for the 
brother and sister, ^ are under 18. HhB faaiily paid $500 in tuition 
.for the sister to attend a private school. The family's house is worth 
$45,000, and there is a $25,000 mortgage ag<|inst it. The family has a 
total of S500 in checking and savings accounts. 

The applicant's effective 1979 income (non-taxable plus taxable 
income minus U.S. income tax p/^d) was $2,560. He also has $300 in 
savings. " ' 



OUiCULATION OP 1980-81 ELIGIBIOTY INDEX FOR DEPEaiPa iT STUDESJTS 
WHOSE PAREUTS HAVE ito FARM OR BUSINESS ASSETS 



14. 
15. 
16. 

17. 



Parents' adjusted gross income in 19.79 

a. Amount earned from work by father. 

b. Amount earned from work by mo^er. 
Parents' total ' non-taxable incooffi in 1979 
(including student's Social Security benefits). 

le^half of the Veterans Educational 
icf it% that the student will receive between 
July 1, 1980 and June 30, 1981. 
/Aiinual adjusted family income (lines 1+2+3) . 
Parent' Fe^ral income tax paid for 1979. 
Effective family income in 1979 (line 4 minus 
line 5) . 

Family size offset (Table 1) . 

Unusual medical expenses. 

Esi5>loyment expense offset. ' 

Unreimbursed elementaury and secondary 

school tuition and fees. , 

Total offsets against incoa® (lines 

7+8+9+10), 

Parents' discretionary income (iine 6 mxnxij 
line 11). 

Standard parental contribution from inc<»i». (If 

line 12 is positive, multiply it Jjy .105,- if line 

12 is negative, enter 0). 

Parents' net assets. 

Asset reserve. , 

Available parental as'sets (line 14 minus 

line 15). 

Standard contribution from available parental . 
assets. (If line lets positive, imiltipiy it 
by .05; if line 16 is negative, enter 0> . 



10,000 



0 la 



10,000 lb 





7,700 


7 


+ 


0 


8 




1,5Q0 


9 


+ 


500 


10 



+3,000 2 



a3,ooo 



400 



«12,600 6 



9,700 11 



2,900 


« 

12 


X .105 




305 


13 


20,500 


14 


-25,000 


15 


4,500 


16 


X .05 




0 


17 
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WORKSHEET A (continued) 



IS. Offset against asset contrUsution for negative 
discretionary incme. (Xf line 12 is negative, 
enter it as a positive number, otherwise enter 0) . 

19. Contribution from parental assets ( line 17 minus 
line 18} . If negative, enter 0. 

20: Contribution from, parental income and 
assets (line 13 plus line .19} . 

21. Multiple student adjustments multiply line 20 
by multiple student rate (Table 2) . 

22. Net assets of student {and spouse) . \ 
23» Student* s available assets ^ 

a. Xf student is married, subtract 25,000 
from amount on line 22 and enter result on 
^ine 23. xf result is negative, enter 0 on 
line 23. 

b. If sf^Jdept is single, enter ^uaount 
from line 22 on line 23. 

24. Contribution from student' s (and spouse ' s) 
assets. Multiply line 23 by appropriate assess- 
ment rate (single student *> .33, oaxrri^ 
student « .05}. p 

25. ^ Stiulent*s (and spouse *s^;^: effective 1979 inc(^e 

(non-taxable ina»me plus taxable income minus U.S. 
incoB^ tax paid). 

26. Dependent student offset /(single student « 2,650, 
married student » 3,850). 

27. Students (and spouse ' s) discretionary incos^^ (line 
25' minus line 26} . 

28. Standard contribution from discretionary student 
incone. if line 27 is positive, multiply it by 
.75 if the student is single, or by ,25 if the 
student is married? if line 27 is negative, enter 
0 on line 28. (see Table .^} . 

29. Student* s Eligibility Index « the sum of lines 
21, 24, and 28. 
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CaSE STUDY #2 ' •«* . 

A d«p«ndent applicemt is married, and she and her husband live with 
and receive wore than half support 'fr«B her parents. The parents* _ 
incosie fs froo farm proceeds of $9,000. The parents paid $250 in Ffederal 
incoae tax for 19^9. Their farm is worth $80,000^ including land, 
equipment, and livestock, with $20,000 i^ debts fgainst it. Their hoi^ 
4s worth $23,000, with a $17,000 mortgage. ' . . 

ISoth'the aK»licant and her husband ar^ students. Together they 
"have a 19*79 effective income (non-taxable plus taxable incoa^ minus U.S. . 
income tax paid) of $3,800, and they have $5,000 in assets. Ther^^is no 
income from ^terans benefits. The applicant has\j^ brothers or si^jters. 

* . . , WOBKSHES^T 
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CALCUIATION OP 1980-81 ELIGIBILITY INDEX FOR DEPENDENT STUDENTS 
WHOSE PARENTS HAVE FARM OR BUSINESS ASSETS 



1. 

2. 

3. 

4. 

5. 
6. 

7. 
8. 
9. 
10. 

11. 

12. 

13. 



14. 
15. 




Parents' adjusted gross incon® in 1979 

a. Aaovint earned froft work by father. 

b. Amount earned from work by mother. 
Parents' total non-taxable incOTie^in 1979- 
(including student*^s Social-Sec urity bene fits) . 
One-half of the Veterans Educational \^ 
Benefits that the student will receive ^tvreen 
July 1, 1980 and June 30, 1981. 
Annual adj listed family ineq;^ (lines -1+2+3) . 
Parents' Federal income tax p8i4<l for 1979. 
Effective family 4Jicome in 1979 (line 4 minxis 
line 5) . 

Family size offset (Table 1). 
Unusual medical ea^enses. / 
EB5>loyment expense offset/ 
Unreimbursed elementary dn& secondary 
scfhool tuition and fees^ j 
Total offsets against ina^» (lines 
7+8+9+10). 

Parens* discretionary .incon© (line 6 minus 
line 11). 

Standard parental contribution frcoa in«»ne. 
line 12 is positive* multiply it by .105| i 
12 is negati¥i^j,^ter 0) . 
Parents' net \f arm and business assets. 
Parents' net Heme and other assets (if negative, 
enter 0) 

a. Adjustment for negative farm and business 
assets, (if line 14 is negative, deduct 
from line 15 and enter result on line 15a) . 
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WORKSHEET B (continued) 



16. 



17. 



18. 



19. 

20. 

21. 

22. 
23. 



b. Non-farm and non'-buslness asset rm^xve 
(negative assets). If line 14 is negative, 
s\ibtract 25,000 from line 15a and enter 
result on line 15d, 

c. Non-fazm and non-business asset reserve 
(positive assets). If line 14 is positive, 
subtract 25,000 frc»a line 15 and enter result 
on line 15d. 

d. Available non-farm and non-business assets. 
(If negative, enter 0) . 

Total assessable assets. Add lines 14 and 15 
(if line 15 exceeds 25,000, add only 25,000 
to line 14) 

a. Subtract total asset reserve. 

b. Available farm and business assets (if 
negative, enter 0) . 

c. Total available parental assets (line 15d + 
line 16b) . 

Standard contribution from available parental 
assets. (If line 16c is positive, multiply it 
by .05; if line 16c is negative, enter 0). 
Offset against asset contribution for negative 
discretionary incoB». (If line 12 is negative, 
enter it as a positive number, otherwise enter 0) - 
Contribution from parental assets (line 17 
minus line 18) . If negative, enter 0. 
Contribution from family income and parental 
assets. (Line 13 + line 19) . 
|<ultiple. student adjiistments multiply line 20 
by multiple student rate (Table 2). 
Net assets ,of student (and spouse) . 



Student's available assets 

a. If student i^ married, subtract 25,000 
from amount opr'Tntne 22 and enter result on 

\ line 23. result\^is negative, enter 0 
on line 23/ / — ^^ • 

b. If student ^is/single, enter anK>\jnt from line 
22 on line 23. *f 

24. Contribution from student's, (and spouse's) 
assets. Multiply line 23 by appropriate assess- 
ment rate. (Single student = .33, marri:^ 
student - .05). 

25. Student's (and spouse's) effective 1979 incon® 
(non-taxable incone plus taxable income minus 
U.S. inco^ tax paid) . _ 

26. Dependent student offset (single student = 2,65^, 
married student = 3,850).. 



-25,000 15b 
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WORKSEEET B (continued) 



5> 



27. Student's (and spouse's) discretionary iuw^me 
(line 25 minus line 26) . 

28. Standard contribution £rom discretionary student 
incoane. If line 27 i's positivef asultiply it 

by .75 if the student is single, or by .25 if 
the student is married. Xf line 27 is negative, 
enter O on line 28. (See Table 4), 
29- .. Student's Eligibility Index = the sum of lines 2l, 24, and 28. 
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CASE STUDY #3 

t * 

A single in«iependf»nt applicant earned $4,000 ip 1979, and paid $1€0 
in U.S. income tax. He will receive veterans benefits of $311 per month 
in the 1980-81 award period. He has no assets. 



^RKSHEET C 



CALCUTATION OF 1980-81 ELIGIBILITY INDEX FOR INDEPENDENT 



STUDENTS WITH A FAMILY SIZE OP ONE 

1. Student's adjusted gross income in 1979. 4,000 1 

2. Student's total non-taxable incoii» in 1979. ° 02 

3. One-half of student's Veterans Educational 
Benefits to be received bet^en July 1, 1980 

and June 30, 1981. ^ 1,555 3 

4. Annual adjustedTln^Sr^lines 1+2+3J . ^ » 5,555 T 

5. Student's Federal income tax paid for 1979. ipp 5 

6. Effective inTOme (line 4 minus line 5). « 5,455 6 

7. Family size offset. 3850 7 

8. Unusual n©dicad exposes. + o 3 

9. Ttotal offsets against income <lines 7+8) , - 3,850 9 
10. Student's discretionary income (line 6 

minus line 9). « 1,605 10 

11*. Standard contribution from income. (If line ■■ . > 

10 is positive, multiply it by .75; if line 

10 is negative, enter 0.) 1,204 11 

12. Student's net assets. q 12 

13. Standard contribution from assets. Multiply x .33 
line 12 by .33. 0 13 

14. Offset against asset asntribution for - ' 
negative discretionary income. (If line 

10 is negative, enter it as a positive ntBSber, 

otherwise enter 0) . . . 0 14 

15- CSpntribution from student assets (line 13 
BwLnus line 14), If result is negative, 

' enter 0. 0 15 

16. Student's Eligibility Index = the s\m of ' 

lines 11 and 15. = v 1,204 16 



CASS STUDY »4 



An indBpendesit applicant and spouse have one child. The student 
worked part-time in 1979 and earned $4,00C. The apouse earned $6,000, 
and the family paid $360 in Federal income tax in 1979. The child is 
enrolled in a private elementary sciu>ol and the family paid $400 in 
tuition and fees during 1979. Only the applicant is enrolled in post- 
secondary education. iSie applicant and spouse have total assets of $600 
in savings. There is no incoine frcaa Social Security or Veterans benefits, 

WORKSHEET D 

CALCUIATION OF 1980-81 ELIGIBILITy INDEX FOR INDEPENDENT STUDENTS 
WITH A FAMILY SIZE GREATER THAN ONE HAVING NO FARM OR BUSINESS ASSETS 



1. Student's (and spouse's) adjusted gross 

income in 1979 ^ ^OfOOO ^ 

a. ' i^unt earned from work 1^ student. 4,000 la 

b. Amount earned fran work by spouse. 6,000 lb 

2. Student's (and spouse's) total non- 
taxable incoa^ in 1979. t 2 — 2. 

3. One-half of student's Veterans Educational 
Benefits to be received between July 1, 

1^80 and June 30, 1981, + 2^-1 

4. Annual adjusted infcome (lines 1+2+3) . «10^000 4 

5. Student's (and spouse's) Federal incest 

tax'paid for 1979. - = ^P^ . ? 

6. Effective income (line 4 minus line. 5) . * 9,640 — 6 

7. Family size offset (Table 1) . 

8. Unusxxal medical esc^enses. 

9. Ea5>loyxBent ei^pense offset. 

10. Unreimbursed elementary and secondary 
school tuition and fees. 

11. Total offsets against income 

i «es /+t3+9+JO). 

12. 1 cretionary income ilixiQ 6 minus line 11). 

13. Standard contribution fxasx in&me, 
(If line 12 is positive, multiply it 
by ,25, If line 12 ia negative, enter 0). 

14. Net assets of student (and spouse) . 

15. Asset reserve. 

16. Ai^ail^le assets (line 14 minus line 15). 

17. , Standard contribution from available 

assets. (If line 16 is positive, multiply 
it by .05? if line 16 Is negative, enter 0). 

18. Offset against asset contribution for 
negative discretionary incon». (If liixe 12 
is negative, enter it as a positive number, 
otherwise enter 0). 

19. Contribution from assets (line 17 minus line 
18). If negative, enter 0. 
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^ fiOSKSfiEET D (continued) 



20. CttitTibutiott fzbsi iaoama and assets (lines 
13 +19). 

21 • Multiple stttdttnt adjtssts^t. Multiply 

line 20 by multiple student rate (Table 2). 
22. Student's Eligibility Index - line 21. 
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CASE STUDY »5 



An independent applicant and spouse have no children. Their incon^ xs 
from farm proceeds of $6,000. The family paid $60 in Federal inson^ tax 
in 1979. The value of the farm, including livestock and farm machineiry, 
is $95,o6o. There are farm debts of $60,000; The value of their house 
is $40, 000 > and there is a $34,000 mortgage on it. <^ly the applicant 
is ^jrolled in poStsecondary education. 

WORKSHEET E 

it 

CALCULATION OF 1980-81 ELIGIBILITY INDEX FOR INDEPENDENT STtJDEaJTS 
IIXTH A FAMILY SIZE GREATER THAN ONE HAVING FARM OR BOSINESS ASSETS 

1. Student's (and Spouse's) adjusted gross ^f^°P 

inconffl in 1979 ^ / . . 

a. Amount earned from work by student. 6,000 la 

b. Amount earned from vrark by spouse. Q ^ 

2. Student's (and spouse's) total non- 
taxable inoJUM in 1979. - , , ^ — - 

3. One-half of student's Veterans Educational 
Benefits to be received between July 1, 

1980 and June 30, 1981. ' ^ j 

4. Annual adjusted income (lines 1+2+3). 1 

5. Student's (and spouse's) Federal income 
tax paid for 1979. ; ' - " J° r 

6. Effective income (line 4 minus line 5). _ ° 5,940 b 

7. Family size offset (Table 1). 

8. Unusual medical expenses. 

9. ES^loyment expense offset. - 

10. Unreimbursed elen^tary and secondary 
sc!uK>l tuition and fees. 

11. Total offsets against income 
(lines 7+8+9+10). rr- 

12. Discretionary income (line 6 minus line 11). — — 

13. standard contribution from incon^. 
' (If line 12 is positive, multiply it 

by .25. If line 12 is negative, enter 0). 235 

14. Net farm and business assets of student _ 
(and spouse). Jh^^ 

15. Net hone and other assets of student (and 
spou$e). (If negative, enter 0) . ^ ■ 

'a- Adjustment for negative farm and business 
assets. (If line 14 is negative, 
deduct from line 15 and enter result 

V on line 15a) . i^a 

b. Non-farm and non-business asset reserve 
(negative assets) . If line 14 is 
negative, subtract 25,000 froo line 15a 
" and enter result on line 15d. -25,000 15b 





5,000 


7 


+ 


0 


8 


+ 


" 0 ■ 


9 


+ 


0 


10 



51 



HOBKSBEET S {omtinuad} 



c. M«t«farm and non^business asset xmserm 
(positive assets) p If line 14 is 
{positive, subtract 25,000 ftxm line 15 

and enter result on line ISd. 25,000 15c 

d» Available non^^-farm and non-^business 

assets. If negative, enter 0* ^ 0 15d 

16. Total assessable assets. Add lines 14 and 
15 (if line 15 exceeds 25,000, add only 

25,000 to line 14). , ^ . .. 1^ L ^ 41,000 16 

a. Subtract total asset reserve. --50,000 16a 

b. Available farm and business assets 

(if negative, enter 0) • 0 16b 

c« Total available assets (line 

15d + line 16b). 0 16c 

!?• Standarcl contribution trcm available 

assets. (If line 16c is positive, X .05 

multiply it by .05; if line 16c is 
V negative, enter 0). 0 17 

18 • Offset against asset contribution for ^ ^ 
negative discretionary ixKKmm^ (If line 
12 is negative, enter it eis a positive 

ntisiber, otherwise enter 0). 0 16 

19. Contribution from assets (line 17 minus 

line 18). If negative, enter 0. . - \ 0 19 

20. Contribution from inc^»&e and assets , 

(lines 13 + 19). - 235 20 

21. Multiple student adjustment. Multiply 

^ line 20 by multiple student rate (Table 2). 235 21 

22. Student's Eligibility Index « line 21. 235 22 
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REFERENCE TABLES FOR DETERMINATION 
OF STUDENT ELIGIBILITY INEffiX 

TABLE x\ 
FAMILY SIZE OFFSETS 

\ 

Family Size Dollar A«»vints Family Size Dollar Amounts 

1 . , . , , . . . . . 3,850 ' 8 , . . 12,550 

2 5,000 9 .... 13,750 

3 ......... . 6r050 ^ 10 ... * 14,850 

4 7,700" plus -$1,150 for each additional 

5 . . . ... . . . . 9,050 family member over 10. 

6 ......... . 10,250 

TABLE 2 

' Multiple Student Calculation Rate 

Number in Calculation 

Postsecondary Rate 
Education 

: „ 1 100% ^ 

\ ' ^" ^ """'""^"^ 2 ' ' ' 70% 

3 50% < \ 

4 or iiK>re 40% . , ' 

TABLE 3 
Employxnent Expanse Offset 

Independent Student 
Dependent Student with a Family Size "Greater Than One 

Both Parents Single Head of Student & Spouse Single Head of 

Employed Household Employed Household 

f .. ■ ■ ' 

50% of Lesser 50% of Income, 50% of Lesser 50% of Income, 

Inbome^ not to ' not to Exceed Income, not to not to Exceed 

Exceed $1,500 $1,500 Exceed $1,500 $lf500 

• .TABLE 4 , TABLE 5 

For Independent Students For Dependent Students 

—Rates ^-Determine ^ Dependent Student Of f^t - 

Contribution from Income Against Income ^ 

Tyj^ of Family Rate ' Type of ^.amily I Rate 

Single Student 75% Single Student —f^ $2^650 

Student with family Married Student $3,850 

size greater than one 25% 

erJc 



